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In November, President Alberto Fujimori's government will begin to sell off an array of state
enterprises. Financial analysts estimate the planned privatizations could earn up to US$7 billion
by year-end 1994, representing a huge increase in foreign investment in Peru. In early September,
government officials announced that the executive plans to greatly accelerate Peru's privatization
program before year-end 1993 (see Chronicle 09/09/93). Peru has some 200 state-run businesses
and institutes, most of which will be offered for sale before President Fujimori's term ends in
1995. Since 1992, when the government launched its privatization program, the state has sold 14
enterprises. The largest sales included the former state airlines Aeroperu sold to Aeromexico for
US$54 million and the huge iron mining complex Hierro-Peru, sold to China's state-owned Capital
Steel Corp. for US$312 million (see Chronicle 01/07/93 and 01/21/93). The upcoming round of
privatizations will begin on Nov. 4, when the government opens bids for the Bolivian branch of
Banco Popular de Peru. The Bank's affiliate, which runs 13 offices throughout Bolivia, has been
operating in that country for 50 years. The bank, ranked in nineteenth place in Bolivia's private
banking system, has about US$120 million in active capital. According to Eduardo Castro, head of
Peru's Special Privatization Committee (Comite Especial de Privatizacion), 15 financial groups from
Bolivia, Chile, and Peru have expressed interest in buying the firm, although the names of those
groups remain confidential. To participate in the auction to be held in the Lima offices of Banco
Continental interested bidders must first receive a stamp of approval by Bolivia's superintendent
of banks and deposit US$1 million in a reserve fund. In December, the government will auction off
operating control of Peru's telecommunications facilities, including the Lima telephone company
and Entelperu (Empresa Nacional de Telecomunicaciones), the country's long distance and
international carrier. The merchant bank Morgan Grenfell & Co. of London is handling the sale for
the government. So far, eight companies will participate in the bidding: AT&T, France Telecom,
Stet International of Italy, Cable and Wireless of London, GTE International Telecommunications
Inc., the US's Southwestern Bell, Telefonica de Espana, and Korea Telecom. Also scheduled for
early 1994 are sales of electric and mining facilities. Electrolima will offer electricity distribution
franchises in the capital in the first quarter of 1994, and its generating plant will also be put on the
market shortly afterwards. The mining companies for sale include Centromin a conglomerate of half
a dozen lead, zinc, silver, and copper mines and the Oroya smelting and refining complex. Among
other firms to be privatized are a slew of fish processing plants and Petroperu (Empresa de Petroleos
de Peru), the state oil company valued at about US$1 billion. So far, there are no official estimates
of expected state earnings in the upcoming privatizations. But according to the Lima office of the
South Pacific Mail Publications SRL which published a huge two-page advertisement in the New
York Times on investment opportunities in Peru privatization of the state's telecommunications,
mining, energy, and petroleum assets could earn between US$6 billion and US$7 billion over the
next year. As a result, South Pacific Mail says Peru's planned privatization program will greatly
exceed the scope and speed of similar programs in other Latin American countries. "The economic
reform and privatization measures undertaken by the government of Peru will result in a quicker
and larger privatization than was undertaken by either of the governments of Mexico or Chile," said
Robert A. Day, chairman of the Trust Company of the West, who was quoted in the South Pacific
©2011 The University of New Mexico,
Latin American & Iberian Institute.
All rights reserved.

Page 1 of 2

LADB Article Id: 057274
ISSN: 1060-4189

Mail's advertisement in the Times. "The results of privatization in Mexico and Chile were a slow
decline in inflation and an increase in economic growth which benefitted everybody. The same is
happening in Peru, and the rate of inflation is declining and the rate of GDP growth is accelerating.
These measures should make Peru one of the most exciting places for investment in the 1990's."
In fact, according to Quantum Emerging Growth Partners a new fund which specifically seeks to
invest in developing countries that offer "dramatic growth potential" the planned privatizations and
the government's general efforts to open Peru's economy to foreign investment will likely attract
a huge influx of foreign capital over the next few years. "Most Latin American countries have all
followed open economies with moves toward financial discipline and free markets, and all have
made wonderful economic progress," said Gerard Manolovici, managing director of Soros Fund
Management, which is the principal advisor to the Quantum Group of funds. "Mexico has led the
way and has spread the beneficial ideas of privatization, the reduced role of the state, and balanced
budgets. And now comes Peru. They're the last to stabilize and now it's the most open economy,
possibly, in the world." Indeed, the government reports that in the first nine months of 1993, total
foreign investment in Peru reached US$1.55 billion. Most investment came from US businesses,
which accounted for US$634 million, or 41%, of the total. In August, virtually all price and trading
records were broken on the Lima stock exchange, one of the world's fastest growing. According
to South Pacific Mail, the Andean Report's Lima StockWatch dollar index rose 12.4% in August
with a record volume of US$182 million for the month, two-thirds higher than the previous record.
(Sources: New York Times, 09/28/93; Agence France-Presse, 09/07/93, 09/20/93, 10/01/93, 10/07/93,
10/09/93, 10/11/93; United Press International, 10/11/93)
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